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Public Law 86–272 

[As Amended Through Public Law 94–455, Enacted October 4, 
1976] 

øCurrency: This publication is a compilation of the text of Public Law 86-272. It was 
last amended by the public law listed in the As Amended Through note above and 
below at the bottom of each page of the pdf version and reflects current law 
through the date of the enactment of the public law listed at https:// 
www.govinfo.gov/app/collection/comps/¿ 

øNote: While this publication does not represent an official version of any Federal 
statute, substantial efforts have been made to ensure the accuracy of its contents. 
The official version of Federal law is found in the United States Statutes at Large 
and in the United States Code. The legal effect to be given to the Statutes at 
Large and the United States Code is established by statute (1 U.S.C. 112, 204).¿ 

AN ACT Relating to the power of the States to impose net income taxes on income 
derived from interstate commerce, and authorizing studies by congressional com-
mittees of matters pertaining thereto. 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, 

TITLE I—IMPOSITION OF MINIMUM STANDARD 

SEC. 101. ø15 U.S.C. 381¿ (a) No State, or political subdivision 
thereof, shall have power to impose, for any taxable year ending 
after the date of the enactment of this Act, a net income tax on the 
income derived within such State by any person from interstate 
commerce if the only business activities within such State by or on 
behalf of such person during such taxable year are either, or both, 
of the following: 

(1) the solicitation of orders by such person, or his rep-
resentative, in such State for sales of tangible personal prop-
erty, which orders are sent outside the State for approval or 
rejection, and, if approved, are filled by shipment or delivery 
from a point outside the State; and 

(2) the solicitation of orders by such person, or his rep-
resentative, in such State in the name of or for the benefit of 
a prospective customer of such person, if orders by such cus-
tomer to such person to enable such customer to fill orders re-
sulting from such solicitation are orders described in para-
graph (1). 
(b) The provisions of subsection (a) shall not apply to the impo-

sition of a net income tax by any State, or political subdivision 
thereof, with respect to— 

(1) any corporation which is incorporated under the laws 
of such State; or 

(2) any individual who, under the laws of such State, is 
domiciled in, or a resident of, such State. 

VerDate Mar 15 2010 13:18 Jan 29, 2020 Jkt 000000 PO 00000 Frm 00001 Fmt 9001 Sfmt 9001 G:\COMP\80-89\PL8.BEL HOLC

January 29, 2020 

G:\COMP\80-89\86-272.XML

    
As Amended Through Public Law 94-455, Enacted October 4, 1976



2 Sec. 102 Public Law 86–272 

(c) For purposes of subsection (a), a person shall not be consid-
ered to have engaged in business activities within a State during 
any taxable year merely by reason of sales in such State, or the so-
licitation of orders for sales in such State, of tangible personal 
property on behalf of such person by one or more independent con-
tractors, or by reason of the maintenance of an office in such State 
by one or more independent contractors whose activities on behalf 
of such person in such State consist solely of making sales, or solic-
iting orders for sales, or tangible personal property. 

(d) For purposes of this section— 
(1) the term ‘‘independent contractor’’ means a commission 

agent, broker, or other independent contractor who is engaged 
in selling, or soliciting orders for the sale of, tangible personal 
property for more than one principal and who holds himself 
out as such in the regular course of his business activities; and 

(2) the term ‘‘representative’’ does not include an inde-
pendent contractor. 
SEC. 102. ø15 U.S.C. 382¿ (a) No State, or political subdivision 

thereof, shall have power to assess, after the date of the enactment 
of this Act, any net income tax which was imposed by such State 
or political subdivision, as the case may be, for any taxable year 
ending on or before such date, on the income derived within such 
State by any person from interstate commerce, if the imposition of 
such tax for a taxable year ending after such date is prohibited by 
section 101. 

(b) The provisions of subsection (a) shall not be construed— 
(1) to invalidate the collection, on or before the date of the 

enactment of this Act, of any net income tax imposed for a tax-
able year ending on or before such date, or 

(2) to prohibit the collection, after the date of the enact-
ment of this Act, of any net income tax which was assessed on 
or before such date for a taxable year ending on or before such 
date. 
SEC. 103. ø15 U.S.C. 383¿ For purposes of this title, the term 

‘‘net income tax’’ means any tax imposed on, or measured by, net 
income. 

SEC. 104. ø15 U.S.C. 384¿ If any provision of this title or the 
application of such provision to any person or circumstance is held 
invalid, the remainder of this title or the application of such provi-
sion to persons or circumstances other than those to which it is 
held invalid, shall not be affected thereby. 

TITLE II—DISCRIMINATORY TAXES 

SEC. 201. ø15 U.S.C. 381 note¿ No State, or political subdivi-
sion thereof, may impose or assess a tax on or with respect to the 
generation or transmission of electricity which discriminates 
against out-of-State manufacturers, producers, wholesalers, retail-
ers, or consumers of that electricity. For purposes of this section a 
tax is discriminatory if it results, either directly or indirectly, in a 
greater tax burden on electricity which is generated and trans-
mitted in interstate commerce than on electricity which is gen-
erated and transmitted in intrastate commerce.  
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